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and Administration Regulations) shall 
not be treated as a corporation for pur-
poses of applying section 3121(b)(3). For 
purposes of applying section 3121(b)(3), 
the owner of the disregarded entity 
will be treated as the employer. 

(e) Paragraphs (c) and (d) of this sec-
tion apply with respect to wages paid 
on or after November 1, 2011. However, 
taxpayers may apply paragraphs (c) 
and (d) of this section to wages paid on 
or after January 1, 2009. 

(f) Expiration date. The applicability 
of paragraphs (c) and (d) of this section 
expires on or before October 31, 2014. 

[T.D. 9554, 76 FR 67365, Nov. 1, 2011] 

§ 31.3121(b)(4)–1 Services performed 
on or in connection with a non- 
American vessel or aircraft. 

(a) Services performed within the 
United States by an employee for an 
employer ‘‘on or in connection with’’ a 
vessel not an American vessel, or ‘‘on 
or in connection with’’ an aircraft not 
an American aircraft, are excepted 
from employment if— 

(1) The employee is employed by such 
employer ‘‘on and in connection with’’ 
such vessel or aircraft when outside 
the United States, and 

(2) (i) The employee is not a citizen 
of the United States, or (ii) the em-
ployer is not an American employer. 

(b) An employee performs services on 
and in connection with the vessel or 
aircraft if he performs services on the 
vessel or aircraft when outside the 
United States which are also in connec-
tion with the vessel or aircraft. Serv-
ices performed on the vessel outside 
the United States by employees as offi-
cers or members of the crew, or by em-
ployees of concessionaires, of the ves-
sel, for example, are performed under 
such circumstances, since such services 
are also connected with the vessel. 
Similarly, services performed on the 
aircraft outside the United States by 
employees as officers or members of 
the crew of the aircraft are performed 
on and in connection with such air-
craft. Services may be performed on 
the vessel or aircraft, however, which 
have no connection with it, as in the 
case of services performed by an em-
ployee while on the vessel or aircraft 
merely as a passenger in the general 
sense. For example, the services of a 

buyer in the employ of a department 
store while he is a passenger on a ves-
sel are not in connection with the ves-
sel. 

(c) The expression ‘‘on or in connec-
tion with’’ refers not only to services 
performed on the vessel or aircraft but 
also to services connected with the ves-
sel or aircraft which are not actually 
performed on it (for example, shore 
services performed as officers or mem-
bers of the crew, or as employees of 
concessionaires, of the vessel). 

(d) Services performed within the 
United States on or in connection with 
a non-American vessel or aircraft for 
an employer by an employee who is not 
a citizen of the United States are ex-
cepted from employment, irrespective 
of whether the employer is or is not an 
American employer, provided the em-
ployee also is employed by such em-
ployer on and in connection with the 
vessel or aircraft when outside the 
United States. Services performed 
within the United States on or in con-
nection with a non-American vessel or 
aircraft by an employee for an em-
ployer who is not an American em-
ployer also are excepted from employ-
ment, irrespective of whether the em-
ployee is or is not a citizen of the 
United States, provided the employee 
also is employed by such employer on 
and in connection with the vessel or 
aircraft when outside the United 
States. Services performed within the 
United States on or in connection with 
a non-American vessel or aircraft for 
an American employer by an employee 
who is a citizen of the United States 
are not excepted from employment 
under section 3121(b)(4), irrespective of 
whether the employee is employed by 
such employer on and in connection 
with the vessel or aircraft when out-
side the United States. Further, sec-
tion 3121(b)(4) does not except from em-
ployment services performed within 
the United States for an employer, 
whether or not an American employer, 
on or in connection with a non-Amer-
ican vessel or aircraft by an employee, 
whether or not a citizen of the United 
States, who is not also employed by 
such employer on and in connection 
with the vessel or aircraft when out-
side the United States. 
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(e) Services performed outside the 
United States on or in connection with 
a vessel not an American vessel, or on 
or in connection with an aircraft not 
an American aircraft, by a citizen of 
the United States as an employee for 
an American employer are not ex-
cepted from employment under section 
3121(b)(4), irrespective of whether the 
employee is employed on and in con-
nection with such vessel or aircraft 
when outside the United States. Serv-
ices performed outside the United 
States on or in connection with a ves-
sel not an American vessel or on or in 
connection with an aircraft not an 
American aircraft, either by an em-
ployee who is not a citizen of the 
United States or for an employer who 
is not an American employer, do not, 
in any event, constitute employment. 
See paragraph (c) of § 31.3121(b)–3, relat-
ing to services performed outside the 
United States which constitute em-
ployment. 

(f) See paragraph (c)(2)(v) of 
§ 31.3121(b)–3 for definitions of ‘‘vessel’’ 
and ‘‘aircraft’’, § 31.3121(f)–1, for defini-
tions of ‘‘American vessel’’ and 
‘‘American aircraft’’, § 31.3121(e)–1, for 
definition of ‘‘citizen of the United 
States’’, and § 31.3121(h)–1, for defini-
tion of ‘‘American employer’’. 

§ 31.3121(b)(5)–1 Services in employ of 
an instrumentality of the United 
States specifically exempted from 
the employer tax. 

Services performed in the employ of 
an instrumentality of the United 
States are excepted from employment 
if such instrumentality is exempt from 
the employer tax imposed by section 
3111 by virtue of any other provision of 
law which specifically refers to such 
section 3111 or the corresponding sec-
tion of prior law (section 1410 of the In-
ternal Revenue Code of 1939) in grant-
ing exemption from the employer tax. 
This exception does not operate to ex-
clude from employment services per-
formed in the employ of an instrumen-
tality of the United States unless the 
Congress has granted to such instru-
mentality a specific exemption from 
the tax imposed by section 3111 or the 
corresponding section of prior law. For 
provisions which make general exemp-
tions from Federal taxation ineffectual 

as to the employer tax imposed by sec-
tion 3111, see § 31.3112–1. For other ex-
ceptions from employment applicable 
with respect to services performed in 
the employ of an instrumentality of 
the United States, see § 31.3121(b)(6)–1. 

§ 31.3121(b)(6)–1 Services in employ of 
United States or instrumentality 
thereof. 

(a) In general. This section relates to 
services performed in the employ of the 
United States Government or in the 
employ of an instrumentality of the 
United States. Particular services 
which are not excepted from employ-
ment under one rule set forth in this 
section may nevertheless be excepted 
under another rule set forth in this sec-
tion or under § 31.3121(b)(5)–1, relating 
to services in the employ of an instru-
mentality of the United States specifi-
cally exempted from the employer tax. 
Moreover, services performed in the 
employ of the United States or of any 
instrumentality thereof which are not 
excepted from employment under para-
graph (5) or (6) of section 3121(b) may 
nevertheless be excepted under some 
other paragraph of such section. For 
provisions relating generally to the ap-
plication of the taxes in the case of 
services performed in the employ of the 
United States or a wholly owned in-
strumentality thereof, see 3122. For 
provisions relating to the computation 
of remuneration for service performed 
by an individual as a member of a uni-
formed service or for service performed 
by an individual as a volunteer or vol-
unteer leader within the meaning of 
the Peace Corps Act, see § 31.3121(i)–2 
and § 31.3121(i)–3, respectively. 

(b) Services covered under a retirement 
system established by a law of the United 
States. Services performed in the em-
ploy of the United States or in the em-
ploy of any instrumentality thereof are 
excepted from employment under sec-
tion 3121(b)(6)(A) if such services are 
covered under a law enacted by the 
Congress of the United States which 
specifically provides for the establish-
ment of a retirement system for em-
ployees of the United States or of such 
instrumentality. Determinations as to 
whether services are covered by a re-
tirement system of the requisite char-
acter are to be made as of the time 
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